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Opinions  of  Secretaries  Hamilton,  Dallas,  Crawford,  Rush, 

Taney  and  Woodbury, 

On  the  Currency,  Public  Credit,  &c. 


I.  Alexander  Hamilton, 

Secretary  of  the  Treasuty  from  iith  September,  1789,  to  yanuary 

31.  1795- 

Every  breach  of  the  public  engagements,  whether  from  choice  or 
necessity,  is,  in  different  degrees,  hurtful  to  public  credit.  When 
such  a necessity  -does  truly  exist,  the  evils  of  it  are  only  to  be  palli- 
ated by  a scrupulous  attention,  on  the  part  of  the  Government,  to 
carry  the  violation  no  further  than  the  necessity  absolutely  requires, 
and  to  manifest,  if  the  nature  of  the  case  admit  of  it,  a sincere  dis- 
position to  make  reparation  whenever  circumstances  shall  permit. 
But,  with  every  possible  mitigation,  credit  must  suffer,  and  numer- 
ous mischiefs  ensue.  It  is,  therefore,  highly  important,  when  an 
appearance  of  necessity  seems  to  press  upon  the  public  councils, 
that  they  should  examine  well  its  reality,  and  be  perfectly  assured 
that  there  is  no  method  of  escaping  from  it,  before  they  yield  to 
its  suggestions. — yanuary  9,  1790. 
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While  the  observance  of  that  good  faith,  which  is  the  basis  of 
public  credit,  is  recommended  by  the  strongest  inducements  of  po- 
litical expediency,  it  is  enforced  by  considerations  of  still  greater 
authority.  There  are  arguments  for  it  which  rest  on  the  immuta- 
ble principles  of  moral  obligation.  And  in  proportion  as  the  mind 
is  disposed  to  contemplate,  in  the  order  of  Providence,  an  intimate 
connexion  between  public  virtue  and  public  happiness,  will  be  its 
repugnancy  to  a violation  of  those  principles. 

This  reflection  derives  additional  strength  from  the  nature  of  the 
debt  of  the  United  States.  It  was  the  price  of  liberty.  The 
faith  of  America  has  been  repeatedly  pledged  for  it,  and  with 
solemnities  that  give  peculiar  force  to  the  obligation.  There  is,  in- 
deed, reason  to  regret  that  it  has  not  hitherto  been  kept;  that  the 
nece.ssities  of  the  war,  conspiring  with  inexperience  in  the  subjects 
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of  finance,  produced  direct  infractions;  and  that  the  subsequent 
period  has  been  a continued  scene  of  negative  violation,  or  non- 
compliance.  But  a diminution  of  this  regret  arises  from  the  reflec- 
tion that  the  last  seven  years  have  exhibited  an  earnest  and  uni- 
form effort,  on  the  part  of  the  Government  of  the  Union,  to  retrieve 
the  national  credit,  by  doing  justice  to  the  creditors  .of  the  nation; 
and  that  the  embarrassments  of  a defective  constitution,  which  de- 
feated this  laudable  effort,  have  ceased. — Ibid. 


To  justify  and  preserve  their  confidence;  to  promote  the  increas- 
ing respectability  of  the  American  name ; to  answer  the  calls  of 
justice;  to  restore  landed  property  to  its  due  value;  to  furnish  new 
resources,  both  to  agriculture  and  commerce;  to  cement  more 
closely  the  union  of  the  States;  to  add  to  their  security  against 
foreign  attack ; to  establish  public  order  on  the  basis  of  an  up- 
right and  liberal  policy; — these  are  the  great  and  invaluable  ends 
to  be  secured  by  a proper  and  adequate  provision,  at  the  present 
period,  for  the  support  of  public  credit. — Ibid. 


A wise  nation  will  never  permit  those  who  relieve  the  wants  of 
their  country,  or  who  rely  most  on  its  faith,  its  firmness,  and  its 
resources,  when  either  of  them  is  distrusted,  to  suffer  by  the  event. 

— January,  1790. 


It  will  not  be  forgotten  that  exigencies  may,  ere  long,  arise, 
which  would  call  for  resources  greatly  beyond  what  is  now  deemed  i 
sufficient  for  the  current  service ; and  that,  should  the  faculties  of 
the  country  be  exhausted,  or  even  strained,  to  provide  for  the  f 
public  debt,  there  could  be  less  reliance  on  the  sacredness  of  the  j 
provision.  But  while  the  Secretary  yields  to  the  force  of  these  ( 
considerations,  he  does  not  lose  sight  of  those  fundamental  princi- 
ples of  good  faith,  which  dictate  that  e\  ery  practicable  exertion  ^ 
ought  to  be  made,  scrupulously  to  fulfill  the  engagements  of  the  j 
Government;  that  no  change  in  the  rights  of  its  creditors  ought  j 
to  be  attempted,  without  their  voluntary  consent;  and  that  this  1 
consent  ought  to  be  voluntary  in  fact,  as  well  as  in  name.  Con-  | 
sequently,  that  every  proposal  of  a change  ought  to  be  in  the  j 
shape  of  an  ^ appeal  to  their  reason  and  to  their  interest,  not  to  i 
their  necessities.  To  this  end,  it  is  requisite  that  a fair  equivalent 
should  be  offered  for  what  may  be  asked  to  be  given  up,  and 
unquestionable  security  for  the  remainder.  Without  this,  an  alter- 
ation consistently  with  the  credit  and  honor  of  the  nation  would 
be  impracticable. — Ibid. 
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Persuaded  as  the  Secretary  is  that  the  proper  funding  of  the 
present  debt  will  render  it  a national  blessing,  yet  he  is  so  far 
from  acceding  to  the  position,  in  the  latitude  in  which  it  is  some- 
times laid  down,  that  “ public  debts  are  public  benefits  ” — a posi- 
tion inviting  to  prodigality,  and  liable  to  dangerous  abuse — that 
he  ardently  wishes  to  see  it  incorporated,  as  a fundamental  maxim, 
in  the  system  of  public  credit  of  the  United  States,  that  the 
creation  of  debt  should  always  be  accompanied  with  the  means  of 
extinguishment.  This  he  regards  as  the  true  secret  for  rendering 
public  credit  immortal.  And  he  presumes  that  it  is  difficult  to 
conceive  a situation  in  which  there  may  not  be  an  adherence  to 
the  maxim.  At  least,  he  feels  an  unfeigned  solicitude  that  this 
may  be  attempted  by  the  United  States,  and  that  they  may 
commence  their  measures  for  the  establishment  of  credit  with  the 
observance  of  it. — Ibid. 


Deeply  impressed  as  the  Secretary  is  with  a full  and  deliberate 
conviction  that  the  establishment  of  the  public  credit,  upon  the 
basis  of  a satisfactory  provision  for  the  public  debt,  is,  under  the 
present  circumstances  of  this  country,  the  true  desideratum  towards 
relief  from  individual  and  national  embarrassments;  that,  without 
it,  these  embarrassments  will  be  likely  to  press  still  more  severely 
upon  the  community : he  cannot  but  indulge  an  anxious  wish  that 
an  effectual  plan  for  that  purpose  may,  during  the  present  session, 
be  the  result  of  the  united  wisdom  of  the  Legislature. 

He  is  fully  convinced  that  it  is  of  the  greatest  importance  that 
no  further  delay  should  attend  the  making  of  the  requisite  pro- 
vision; not  only  because  it  will  give  a better  impression  of  the 
good  faith  of  the  country,  and  will  bring  earlier  relief  to  the  cred- 
itors, (both  of  which  circumstances  are  of  great  moment  to  public 
credit,)  but  because  the  advantages  to  the  community,  from  raising 
stock  as  speedily  as  possible  to  its  natural  value,  will  be  incom- 
parably greater  than  any  that  can  result  from  its  continuance  below 
that  standard. — Ibid. 


There  is  no  sentiment  which  can  better  deserve  the  serious 
attention  of  the  legislators  of  a country  than  the  one  expressed  in 
the  speech  of  the  President,  which  indicates  the  danger  to  every 
government  from  the  progressive  accumulation  of  debt.  A ten- 
dency to  it  is,  perhaps,  the  natural  disease  of  all  governments; 
and  it  is  not  easy  to  conceive  anything  more  likely  than  this,  to 
lead  to  great  and  convulsive  revolutions  of  empire. 

On  the  one  hand,  the  exigencies  of  a nation,  creating  new 
causes  of  expenditure,  as  well  from  its  own  as  from  the  ambition, 
rapacity,  injustice,  intemperance  and  folly,  of  other  nations,  proceed 
in  increasing  and  rapid  succession.  On  the  other,  there  is  a gene- 
ral propensity  in  those  who  administer  the  affairs  of  a government, 
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founded  in  the  constitution  of  man,  to  shift  off  the  burden  from 
the  present  to  a future  day — a propensity  which  may  be  expected 
to  be  strong  in  proportion  as  the  form  of  a State  is  popular. 

To  extinguish  a debt  which  exists,  and  to  avoid  the  contracting 
more,  are  ideas  always  favored  by  public  feeling  and  opinion;  but 
to  pay  taxes  for  the  one  or  the  other  purpose,  which  are  the  only 
means  of  avoiding  the  evil,  is  always  more  or  less  unpopular. 
These  contradictions  are  in  human  nature;  and  happy,  indeed, 
would  be  the  lot  of  a country  that  should  ever  want  men  ready 
to  turn  them  to  the  account  of  their  own  popularity,  or  to  some 
other  sinister  account. — January  i6,  1795. 


There  can  be  no  more  sacred  obligation,  then,  on  the  public 
agents  of  a nation,  than  to  guard  with  provident  foresight  and  in- 
flexible perseverance  against  so  mischievous  a result.  True  patriot- 
ism and  genuine  policy  cannot,  it  is  respectfully  presumed,  be  bet- 
ter demonstrated  by  those  of  the  United  States,  at  the  present 
juncture,  than  by  improving  e'fficaciously  the  very  favorable  situa- 
tion in  which  they  stand  for  extinguishing,  with  reasonable  celerity, 
the  actual  debt  of  the  country,  and  for  laying  the  foundation  of 
a system  which  may  shield  posterity  from  the  consequences  of  the 
usual  improvidence  and  selfishness  of  its  ancestors,  and  which,  if 
possible,  may  give  immortality  to  public  credit. — Ibid. 


If  a nation  can  find  embarrassment  in  creating  the  revenues 
requisite  on  this  scale,  it  must  arise  from  her  having  reached  a 
stage  when,  from  the  neglect  of  the  principle  now  inculcated,  the 
mass  of  her  debt  has  become  so  enormous  as  to  strain  her  facul- 
ties in  order  to  make  a provision  for  it. — Ibid. 


Let  any  man  consult  the  actual  course  of  our  pecuniary  opera- 
tions, and  let  him  then  say  whether  credit  be  not  eminently  useful. 
Let  him  imagine  the  expense  of  a single  campaign  in  a war  with 
a great  European  power;  and  let  him  then  pronounce  whether 
credit  would  not  be  indispensable.  Let  him  decide  whether  it 
would  be  practicable,  at  all,  to  raise  the  necessary  sum  by  taxes 
within  the  year;  and  let  him  Judge  what  would  be  the  degree  of 
distress  and  oppression  which  the  attempt  would  occasion  to  the 
community.  He  cannot  but  conclude  that  war,  without  credit, 
would  be  more  than  a great  calamity — would  be  ruin. 

But  credit  is  not  only  one  of  the  main  pillars  of  the  public 
safety;  it  is  among  the  principal  engines  of  useful  enterprise  and 
internal  improvement.  As  a substitute  for  capital,  it  is  little  less 
useful  than  gold  or  silver  in  agriculture,  in  commerce,  in  the 
manufacturing  and  mechanic  arts. — Ibid. 
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II.  Alexander  J.  Dallas, 

Secretary  of  the  Treasury  from  6th  October^  1814,  to  Movember^  1816. 

The  wealth  of  the  nation,  in  the  value  and  products  of  its  soil, 
in  all  the  acquisitions  of  personal  property,  and  in  all  the  varieties 
of  industry,  remains  almost  untouched  by  the  hand  of  Govern- 
ment; for  the  national  faith,  and  not  the  national  wealth,  has 
hitherto  been  the  principal  instrument  of  finance.  It  was  reason- 
able, however,  to  expect  that  a period  must  occur,  in  the  course 
of  a protracted  war,  when  confidence  in  the  accumulating  public 
engagements  could  only  be  secured  by  an  active  demonstration 
r both  of  the  capacity  and  the  disposition  to  perform  them.  In  the 

* present  state  of  the  treasury,  therefore,  it  is  a just  consolation  to 

reflect  that  a prompt  and  resolute  application  of  the  resources  of 
the  country  will  effectually  relieve  from  every  pecuniary  embarrass- 
f ment,  and  vindicate  the  fiscal  honor  of  the  Government. 

— October^  1814. 


The  condition  of  the  circulating  medium  of  the  country  presents 
another  copious  source  of  mischief  and  embarrassment.  The  recent 
exportations  of  specie  have  considerably  diminished  the  fund  of 
gold  and  siver  coin;  and  another  considerable  portion  of  that  fund 
has  been  drawn,  by  the  timid  and  the  wary,  from  the  use  of  the 
community,  into  the  private  coffers  of  individuals.  On  the  other 
hand,  the  multiplication  of  banks  in  the  several  States  has  so  in- 
creased the  quantity  of  paper  currency,  that  it  would  be  difficult 
to  calculate  its  amount;  and  still  more  difficult  to  ascertain  its 
value,  with  reference  to  the  capital  on  which  it  has  been  issued. 
But  the  benefit  of  even  this  paper  currency  is  in  a great  measure 
lost,  as  the  suspension  of  payments  in -specie,  at  most  of  the  banks, 
has  suddenly  broken  the  chain  of  accommodation  that  previously 
extended  the  credit  and  the  circulation  of  the  notes  which  were 
emitted  in  one  State,  into  every  State  of  the  Union.  It  may,  in 
general,  be  affirmed,  therefore,  that  there  exists  at  this  time  no 
adequate  circulating  medium,  common  to  the  citizens  of  the 
United  States.  The  moneyed  transactions  of  private  life  are  at 
a stand,  and  the  fiscal  operations  of  the  Government  labor  with 
extreme  inconvenience.  It  is  impossible  that  such  a state  of  things 
should  be  long  endured;  but  let  it  be  fairly  added,  that,  with 
legislative  aid^  it  is  not  necessary  that  the  endurance  should  be 
long.  Under  favorable  circumstances,  and  to  a limited  extent,  an 
emission  of  treasury  notes  would  probably  afford  relief ; but  treas- 
ury notes  are  an  expensive  and  precarious  substitute  either  for 
coin  or  for  bank  notes,  charged  as  they  are  with  a growing  inter- 
est, productive  of  no  countervailing  profit  or  emolument,  and 
exposed  to  every  breath  of  popular  prejudice  or  alarm.  The 
establishment  of  a national  institution,  operating  upon  credit  com- 
bined with  capital,  and  regulated  by  prudence  and  good  faith,  is, 
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after  all,  the  only  efficient  remedy  for  the  disordered  condition  of 
our  circulating  medium.  While  accomplishing  that  object,  too, 
there  will  be  found,  under  the  auspices  of  such  an  institution,  a 
safe  depositor)'  for  the  public  treasure,  and  a constant  auxiliary  to 
the  public  credit.  But  whether  the  issues  of  a paper  currency 
proceed  from  the  national  treasury,  or  from  a national  hank,  the 
acceptance  of  the  paper  in  a course  of  payments  and  receipts 
must  be  forever  optional  with  the  citizens.  The  extremity  of  that 
day  cannot  he  anticipated,  when  any  honest  and  enlightened 
statesman  will  again  venture  upon  the  desperate  expedient  of  a 
tender  law. — Ibid. 


The  difficulties  of  the  national  circulating  medium  remain,  how- 
ever, to  be  encountered  under  circumstances  which  the  Govern- 
ment cannot  control.  The  effects  of  the  peace  will  certainly 
restore  a metallic  medium ; but,  until  that  result  be  produced,  the 
only  resource  for  all  the  pecuniary  transactions  of  the  treasury,  as 
W'ell  as  of  individuals,  will  be  the  issues  of  treasury  notes  and  the 
notes  of  the  State  banks.  . . . — February  20,  1815. 


The  alternative  or  concurrent  resource  of  treasury  notes  for  a 
national  circulating  medium,  has  on  other  occasions  been  con- 
sidered. The  security  of  the  Government  must  always,  upon  every 
reasonable  and  candid  estimate,  be  deemed  superior  to  the  security 
of  any  private  corporation ; and,  so  far  as  treasury  notes  bear  an 
interest,  and  are  receivable  in  the  payment  of  duties  and  taxes, 
they  are  evidently  more  valuable  than  bank  notes,  which  do  not 
possess  those  characteristics.  But  the  machinery  of  a bank  is  cal- 
culated to  give  an  impulse  and  direction  to  its  issues  of  paper, 
which  cannot  be  imparted  by  the  forms  of  the  treasury,  or  any 
merely  official  institution,  to  the  paper  of  the  Government.  In  the 
operations  of  a bank,  too,  the  facilities  of  bank  credits  supply  the 
place,  in  a very  important  degree,  of  the  issues  of  notes;  so  that 
a bank  loan  of  thirty  millions  of  dollars,  for  instance,  would  prob- 
ably require  no  greater  issue  than  six  millions  of  dollars  in  notes. 

—February,  1815. 

The  constitutional  and  legal  foundation  of  the  monetary  system 
of  the  United  States  is  thus  distinctly  seen;  and  the  power  of 
the  Federal  Government  to  institute  and  regulate  it,  whether  the 
circulating  medium  consist  of  coin,  or  of  bills  of  credit,  must,  in 
its  general  policy,  as  well  as  in  the  terms  of  its  investment,  be 
deemed  an  exclusive  power.  It  is  true  that  a system  depending 

upon  the  agency  of  the  precious  metals,  will  be  affected  by  the 
various  circumstances  which  diminish  their  quantity  or  deteriorate 
their  quality.  The  coin  of  a State  sometimes  vanishes  under  the 
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influence  of  political  alarms,  sometimes  in  consequence  of  the  ex- 
plosion of  mercantile  speculations,  and  sometimes  by  the  drain  of 
an  unfavorable  course  of  trade.  But,  whenever  the  emergency 
occurs  that  demands  a change  of  system,  it  seems  necessarily  to 
follow,  that  the  authority  which  was  alone  competent  to  establish 
the  national  coin,  is  alone  competent  to  create  a national  substi- 
tute  — December,  1815. 


It  is  not  intended,  upon  this  occasion,  to  condemn,  generally, 
the  suspension  of  specie  payments;  for  appearances  indicated  an 
approaching  crisis,  which  would  probably  have  imposed  it  as  a 
measure  of  necessity,  if  it  had  not  been  adopted  as  a measure  of 
precaution.  But  the  danger  which  originally  induced,  and  perhaps 
justified  the  conduct  of  the  banks,  has  passed  away,  and  the  con- 
tinuance of  the  suspension  of  specie  payments  must  be  ascribed  to 
a new  series  of  causes.  The  public  credit  and  resources  are  no 
longer  impaired  by  the  doubts  and  agitations  excited  during  the 
war  by  the  practices  of  an  enemy,  or  by  the  inroads  of  illicit  com- 
merce; yet  the  resumption  of  specie  payments  is  still  prevented, 
either  by  the  reduced  state  of  the  national  stock  of  the  precious 
metals,  or  by  the  apprehension  of  a further  reduction  to  meet  the 
balances  of  foreign  trade,  or  by  the  redundant  issues  of  bank 
paper.  The  probable  direction  and  duration  of  these  latter  causes 
constitute,  therefore,  the  existing  subject  for  deliberation.  While 
they  continue  to  operate  singly  or  combined,  the  authority  of  the 
States  individually,  or  the  agency  of  the  State  institutions,  cannot 
afford  a remedy  commensurate  with  the  evil,  and  a recurrence  to 
the  National  authority  is  indispensable  for  the  restoration  of  a 
National  currency. — Ibid. 


I It  is  proposed  that  the  measures  suggested  by  the  following 

I considerations  be  adopted  to  aid  the  National  bank  in  commencing 

and  maintaining  its  operations  upon  the  basis  of  payments  in  the 
I current  coin : 

i I.  To  restore  the  National  currency  of  gold  and  silver,  it  is 

I essential  that  the  quantity  of  bank  paper  in  circulation  should  be 

; reduced;  but  this  effort  alone  will  be  sufficient  to  effect  the  object. 

? By  reducing  the  amount  of  bank  paper,  its  value  must  be  propor- 

£ tionably  increased;  and  as  soon  as  the  amount  shall  be  contracted 

" ^ to  the  limits  of  a just  proportion  in  the  circulating  medium  of  the 

^ country,  the  consequent  revival  of  the  uses  for  coin,  in  the  busi- 

! ness  of  exchange,  will  insure  its  reappearance  in  abundance.  The 

policy,  the  interest,  and  the  honor  of  the  State  banks,  will  stimu- 
late them  to  undertake  and  prosecute  this  salutary  work.  But  it 
will  be  proper  to  apprise  them  that,  after  a specified  day,  the 
notes  of  such  banks  as  have  not  resumed  their  payments  in  the 
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current  coin  will  not  be  received  in  payments  either  to  the  Govern- 
ment or  to  the  National  bank. 

2.  The  resumption  of  payments  in  current  coin  at  the  State  banks 
will  remove  every  obstacle  to  the  commencement  of  similar  pay- 
ments at  the  National  bank.  The  difficulty  of  commencing  pay- 
ments in  coin  is  not,  however,  to  be  considered  as  equal  to  the 
difficulty  of  resuming  them.  The  National  bank,  free  from  all 
engagements,  will  be  able  to  regulate  its  issues  of  paper,  with  a 
view  to  the  danger,  as  well  as  to  the  demand,  that  may  be  found 
to  exist.  But,  in  addition  to  the  privileges  granted  by  the  char- 
ter, it  will  also  be  proper  to  apprise  the  State  banks  that,  after 
•the  commencement  of  the  operations  of  the  National  bank,  the 
notes  of  such  banks  as  do  not  agree  to  receive,  reissue,  and  circu- 
late the  notes  of  that  institution,  shall  not  be  received  in  pay- 
ments either  to  the  Government  or  to  the  National  bank. 

3.  The  possibility  that  the  National  currency  of  coin  may  not 
be  perfectly  restored  at  the  time  of  organizing  the  bank,  has  in- 
duced the  proposition  that  the  payment  of  the  Government  sub- 
scription to  the  capital  shall  be  made  in  treasury  notes,  which  will 
be  receivable  in  all  payments  to  the  Government  and  to  the 
National  bank,  but  which  will  ^not  be  demandable  in  coin.  The 
principle  of  this  proposition  might,  perhaps,  be  usefully  extended  to 
authorize  the  National  bank  to  issue  notes  of  a similar  character 
for  a limited  period;  and  it  will  be  proper  further  to  apprise  the 
State  banks  that  the  notes  of  such  banks  as  do  not  agree  to  re- 
ceive, reissue,  and  circulate  these  treasury  notes,  or  National  bank 
notes,  shall  not  be  received  in  payments  either  to  the  Government 
or  to  the  National  bank. — December,  1815. 


III.  Report  of  the  Committee  of  the  House  of  Representatives, 

March  25,  1816. 

The  only  evil  it  is  supposed  that  can  be  plausibly  assigned  as 
likely  to  flow  from  the  chartering  of  the  unincorporated  banks,  is 
that  which  may  be  supposed  to  arise  from  a surcharged  circulation 
of  their  paper.  So  long  as  banks  continue  their  operations  without 
redeeming  their  notes  with  specie,  this  is  a well-grounded  appre- 
hension. The  love  of  gain,  one  of  the  most  powerful  instincts  of 
the  human  heart,  without  the  salutary  check  of  specie  redemption, 
will  always  tempt  banking  associations  to  overtrade.  But  the 
necessity  of  paying  specie  for  their  notes,  when  demanded,  affords 
an  ample  check  to  that  propensity — at  least  in  the  present  state 
of  our  public  affairs. 
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IV.  William  H.  Crawford, 

Secretary  of  the  Treasury  from  ^th  November,  1816,  to  March,  1825. 

As  the  currency  is,  at  least  in  some  parts  of  the  Union,  depre- 
ciated, it  must  in  those  parts  suffer  a further  reduction  before  it 
becomes  sound.  The  nation  must  continue  to  suffer  until  this  is 
effected.  After  the  currency  shall  be  reduced  to  the  amount 
which,  when  the  present  quantity  of  the  precious  metals  is  distrib- 
uted among  the  various  nations  of  the  world,  in  proportion  to 
their  respective  exchangeable  values,  shall  be  assigned  to  the 
United  States;  when  time  shall  have  regulated  the  price  of 
labor,  and  of  commodities,  according  to  that  amount;  and  when 
pre-existing  engagements  shall  have  been  adjusted,  the  sufferings 
from  a depreciated,  decreasing,  and  deficient  currency  will  be  ter- 
minated. Individual  and  public  prosperity  will  gradually  revive, 
^i^d  the  productive  energies  of  the  nation  resume  their  accustomed 
activity.  But  new  changes  in  the  currency,  and  circumstances 
adverse  to  the  perpetuity  of  the  general  prosperity,  may  reason- 
ably be  expected  to  occur.  So  far  as  these  changes  depend  upon 
the  currency,  their  recurrence,  to  an  extent  sufficient  to  disturb 
the  prosperity  of  the  nation,  would  be  effectually  prevented'  if  it 
could  be  rendered  purely  metallic.  In  that  event  we  should 
always  retain  that  proportion  of  the  precious  metals  which  our 
exchangeable  commodities  bear  to  those  of  other  nations.  The 
currency  would  seldom  be  either  redundant  or  deficient,  to  an  ex- 
tent that  would  seriously  affect  the  interest  of  society.  But  when 
the  currency  is  metallic,  and  paper  convertible  into  specie,  changes 
to  such  an  extent,  it  is  believed,  will  frequently  occur. 

— February  12,  1820. 


But  the  Federal  Government  has,  by  its  measures,'  in  some 
degree  contributed  to  the  spirit  of  speculation  and  of  adventurous 
enterprise,  which,  at  this  moment,  so  strongly  characterizes  the 
citizens  of  this  republic.  The  system  of  credit,  which,  in  the 
infancy  of  our  commerce,  was  indispensable  to  its  prosperity,  if  not 
to  its  existence,  has  been  extended  at  a period  when  the  dictates 
of  sound  discretion  seemed  to  require  that  it  should  be  shortened. 
The  credit  given  upon  the  sale  of  the  National  domain  has  dif- 
fused this  spirit  of  speculation  and  of  inordinate  enterprise  among 
the  great  mass  of  our  citizens.  The  public  lands  are  purchased, 
and  splendid  towns  erected  upon  them,  with  bank  credits.  Every- 
thing is  artificial.  The  rich  inhabitant  of  the  commercial  cities, 
and  the  tenant  of  the  forests,  differ  only  in  the  object  of  their  pur- 
suit. Whether  commerce,  splendid  mansions,  or  public  lands  be 
the  object  of  desire,  the  means  by  which  the  gratification  is  to  be 
secured  are  bank  credits. 

This  state  of  things  is  no  less  unfriendly  to  the  duration  of  our 
republican  institutions,  than  it  is  adverse  to  the  development  of 
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our  national  energies,  when  great  emergencies  shall  arise;  for,  upon 
such  occasions,  the  attention  of  the  citizen  will  be  directed  to  the 
preservation  of  his  property  from  the  grasp  of  his  creditors,  instead 
of  being  devoted  to  the  defence  of  his  country.  Instead  of  being 
able  to  pay  with  promptitude  the  contributions  necessary  to  the 
preservation  of  the  State,  he  will  be  induced  to  claim  the  inter- 
ference of  the  Government  to  protect  him  against  the  effects  of  his 
folly  and  extravagance. 

This  ought  not  to  be  the  condition  of  a republic  when  menaced 
by  foreign  force  or  domestic  commotion.  Such,  it  is  apprehended, 
will  be  the  condition  of  the  United  States,  if  the  course  which 
has  been  pursued  since  the  commencement  of  the  late  war  is  not 
abandoned.  Since  that  period,  it  is  believed,  the  number  of  banks 
in  the  United  States  has  been  more  than  doubled.  They  have 
been  established  in  the  little  inland  towns  and  villages,  and  have 
brought  distress  and  ruin  upon  the  inhabitants.  When  the  cause 
and  the  extent  of  the  evil  are  known,  no  doubt  is  entertained 
that  the  appropriate  remedies  will  be  applied  by  those  who,  in 
our  complex  form  of  government,  are  invested  with  the  necessary 
authority. — Ibid, 


As  a financial  resource,  the  issue  of  treasury  notes  is  justifiable 
only  where  the  deficiency  which  they  are  intended  to  supply  is 
small  in  amount,  and  temporary  in  its  nature.  As  a measure  of 
alleviation,  it  will  be  more  likely  to  do  harm  than  good.  If  a suf- 
ficient amount  of  those  notes  of  any  description  whatever  should 
be  issued,  and  put  into  circulation  where  they  are  most  wanted, 
unless  they  were  given  away,  a debt  in  that  part  of  the  Union 
would  be  contracted  to  the  extent  of  the  issue.  It  might  enable  the 
borrowers  to  pay  debts  previously  contracted,  but  their  relative  situ- 
ation would  be  the  same.  Unless  the  currency  became  vitiated  by 
the  relief  which  was  afforded,  the  ultimate  payment  of  the  debt 
would  consummate  the  ruin  which  the  measure  was  intended  to 
prevent.  But  it  is  probable  that  the  sums  which  might  be  ad- 
vanced by  way  of  loan  would,  in  a great  degree,  be  lost.  The 
Government  is  not,  from  its  nature,  qualified  for  operations  of  this 
kind.  The  general  system  of  credit  which  has  been  introduced 
by  the  agency  of  banks,  and  by  the  inevitable  effect  of  the  meas- 
ures of  the  general  Government,  has  produced  an  artificial  state  of 
things,  which  requires  repression  rather  than  extension.  The  issue 
of  treasury  notes,  for  the  purj^ose  of  alleviating  the  general  dis- 
tress, would  tend  to  increase  this  unnatural  and  forced  ^ state  of 
things,  and  give  to  it  a duration  which  it  would  otherwise  never 
attain.  If  much  of  the  evil  resulting  from  a decreasing  currency 
had  not  already  been  suffered,  there  might  be  some  plausible  rea- 
son for  urging  the  issue  of  treasury  notes  as  a measure  of  allevia- 
tion. This  ground  cannot  be  urged  in  its  favor ; it  is,  therefore, 
indefensible,  upon  the  ground  of  expediency  as  well  as  of  prin- 
ciple. 


I 
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In  considering  this  proposition,  the  power  of  Congress  over  the 
currency  of  the  United  States  cannot,  consistently  with  the 
respect  which  is  due  to  that  body,  be  either  affirmed  or  denied. 
It  cannot  be  supposed  that  the  House  of  Representatives,  in 
adopting  the  resolution  in  question,  intended,  through  the  agency 
of  an  executive  department  of  the  Government,  to  institute  an 
inquiry  as  to  the  extent  of  the  constitutional  authority  of  a body 
of  which  it  is  only  a constituent  member.  Yet  it  will  necessarily 
occur  to  the  House,  that,  if  the  power  of  Congress  over  the  cur- 
rency is  not  absolutely  sovereign,  the  inquiry,  whatever  may  be  its 
immediate  result,  must  be  without  any  ultimate  utility.  The  gene- 
ral prosperity  will  not  be  advanced,  by  demonstrating  that  there  is 
no  intrinsic  obstacle  to  the  substitution  of  a paper  for  a metallic 
currency,  if  the  power  to  adopt  the  substitute  has  been  withheld 
from  the  Federal  Government.  Without  offering  an  opinion  upon 
the  weight  to  which  these  views  would  have  been  entitled,  had 
they  been  urged  whilst  the  resolution  was  under  consideration,  it 
is  admitted  that  they  furnish  no  ground  for  declining  the  perform- 
ance of  the  duty  imposed  by  its  adoption.  In  the  discussion  of 
a question  of  so  much  delicacy  and  importance,  the  utmost  confi- 
dence is  reposed  in  the  justice  and  liberality  of  those  who  have 
rendered  it  indispensable — Ibid. 


Previously  to  entering  upon  the  immediate  discussion  of  the 
practicability  of  substituting  a paper  for  a metallic  currency,  it  is 
proper  to  observe,  that  gold  and  silver  derive  part  of  the  uni- 
formity of  value  which  has  been  ascribed  to  them  from  the  general 
consent  of  civilized  States  to  employ  them  as  the  standard  of 
value.  Should  they  cease  to  be  used  for  that  purpose,  they  would 
become  more  variable  in  their  value,  and  would  be  regulated,  like 
all  other  articles,  by  the  demand  for  them,  compared  with  the 
supply  in  any  given  market.  It  is  presumed  that,  if  they  should 
cease  to  be  employed  as  the  standard  of  value  by  several  States, 
their  uniformity  of  value  would  be  in  some  degree  affected,  not 
only  in  those  States  where  they  were  considered  as  mere  commod- 
ities, but  in  those  where  they  were  still  employed  as  currency. 
Whenever,  as  commodities,  they  should  rise  in  value,  a drain 
would  take  place  from  the  currency  of  other  States;  and  when 
they  should  fall  in  value  as  commodities,  they  would  seek  employ- 
ment as  currency,  and  render  in  some  degree  redundant  the  cur- 
rency of  the  States  where  they  are  employed.  After  making  due 
allowance  for  the  depreciation  of  bank  notes  in  England,  from 
the  time  of  the  bank  restriction  in  1797,  to  the  present  period,  the 
price  of  gold  and  silver  in  that  country  is  believed  to  have  varied 
more  than  at  any  former  period.  Their  price,  when  compared  with 
bank  notes,  from  the  year  1797  to  1808,  showed  but  a slight  de- 
gree of  depreciation — considerably  less,  in  all  human  probability, 
than  actually  existed.  During  that  interval,  the  demand  for  those 
metals  was  limited  in  England  to  the  sum  required  for  manufac- 
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tures.  It  is  highly  probable  that,  if  the  quantity  of  the  paper  cir- 
culation had  been  reduced  to  the  amount  of  the  currency  in 
circulation  at  the  time,  or  for  one  year  before  the  restriction,  the 
price  of  bullion  would  have  been  below  the  mint  price.  On  the 
contrai*)^,  in  the  year  1808,  when  the  employment  of  a British  force 
in  Spain  created  a sudden  demand  for  specie,  the  depreciation  of 
bank  notes,  indicated  by  the  price  of  bullion,  was  probably  greater 
than  that  which  really  existed.  In  the  year  1814,  after  the  treaty 
of  Paris,  the  price  of  bullion,  estimated  in  bank  paper,  was  not 
above  the  mint  price;  whilst  in  the  succeeding  year  it  rose  to 
more  than  twenty  per  cent,  above  that  price : the  amount  of  bank 
notes  in  circulation  at  the  former  exceeding,  in  a small  degree, 
that  of  the  latter  period.  It  is  impossible  that  these  variations  in 
the  price  of  gold  and  silver,  in  the  short  space  of  one  year,  can 
be  entirely  chargeable  to  the  depreciation  of  bank  notes.  The 
effect  which  these  variations,  in  a great  commercial  State,  where 
the  precious  metals  were  considered  only  as  commodities,  were 
calculated  to  produce  upon  the  currency  of  the  neighboring  States, 
has  not  been  ascertained.  The  convulsions  to  which  most  of  these 
States  were  subject  during  that  period  may  account  for  the  want 
of  sufficient  data  to  elucidate  the  subject.  It  is,  however,  highly 
improbable  that  these  fluctuations  were  not  sensibly  felt  by  them. 


Having  considered  the  nature  and  extent  of  the  variations  in 
value  to  which  a metallic  currency  is  necessarily  subject,  it  remains 
to  examine  whether  it  is  practicable  to  devise  a system  by  which 
a paper  currency  may  be  employed  as  the  standard  of  value,  with 
sufficient  security  against  variations  in  its  value,  and  with  the  same 
certainty  of  its  recovering  that  value  when,  from  any  cause,  such 
variations  shall  have  been  produced.  It  is  distinctly  admitted  that 
no  such  paper  currency  has  ever  existed.  Where  the  experiment 
has  been  made  directly  by  government,  excessive  issues  have 
quickly  ensued,  and  depreciation  has  been  the  immediate  conse- 
quence. Where  the  experiment  has  been  attempted  through  the 
agency  of  banks,  it  has  invariably  failed.  In  both  cases,  instead 
of  being  used  as  a means  of  supplying  a cheap  and  stable  cur- 
rency, invariably  regulated  by  the  demand  for  effecting  the 
exchanges  required  by  the  wants  and  convenience  of  society,  it 
j has  been  employed  as  a financial  resource,  or  made  the  instrument 

of  unrestrained  cupidity.  In  no  case  has  any  attempt  been  made 
to  determine  the  principles  upon  which  such  a currency,  to  be 
stable,  must  be  founded.  Instead  of  salutary  restraints  being  im- 
posed upon  the  moneyed  institutions  w'hich  have  been  employed, 
the  vital  principle  of  whose  being  is  gain,  they  have  not  simply 
been  left  to  the  guidance  of  their  own  cupidity,  but  have  been 
stimulated  to  excessive  issues  to  supply  deficiencies  in  the  public 
revenue.  This  is  known  to  have  been  the  case,  in  an  eminent 
degree,  in  the  experiment  which  has  been  attended  with  most  suc- 
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cess.  The  issues  of  the  Bank  of  England,  on  account  of  the 
government,  were  frequently  so  great  as  to  destroy  the  demand 
tor  discounts  by  individuals.  In  consequence  of  these  excessive 
issues,  the  interest  of  money  fell  below  five  per  cent.,  the  rate  at 
which  the  bank  discounted;  the  demand  for  discounts  at  the  bank 
therefore  ceased.  It  is,  indeed,  not  surprising  that  no  systematic 
enort  has  been  made  to  restrain  excessive  issues.  In  the  case  of 
banks,  the  experiments  which  have  been  made  were  intended  to 
be  temporaty ; they  were  the  result  of  great  and  sudden  pressure, 
which  left  but  little  leisure  for  the  examination  of  a subject  so 
abstruse.  The  employment  of  a paper  circulation  convertible  into 
specie,  (the  favorite  system  of  modern  States,)  having,  as  has  been 
attempted  to  be  shown  m a previous  part  of  this  report,  the  inev- 
itable tendency  to  produce  the  necessity  of  resorting  in  every 
national  emergency  to  paper  not  so  convertible,  imposes  upon 
those  who  are  called  to  administer  the  afifairs  of  nations  the  duty 
ot  thoroughly  examining  the  subject,  with  a yiew,  if  practicable,  to 

If  examination  does  not  result  in  the 
establishment  of  a paper  currency  unconnected  wdth  specie,  it  may 
lead  to  the  imposition  of  salutary  checks  against  excessive  issues, 
when  the  necessity  of  suspending  payment  may  occur. — Ibid. 


currency,  having  an  intrinsic  value,  independent  of 
that  which  is  given  to  it  by  the  sovereign  authority,  does  not  de- 
pend upon  the  stability  of  the  Government  for  its  value.  Revolu- 
bons  may  anse;  insurrections  may  menace  the  existence  of  the 
Government;  a metallic  currency  rises  in  value  under  such  cir- 
cumstances; It  becomes  more  valuable,  compared  with  every 
species  of  property,  whether  movable  or  immovable,  in  proportion 
to  the  instability  of  the  Government.  Not  so  with  a paper  cur- 

A depends,  in  a great  degree,  upon  the  confidence 

eposed  m the  stability  of  the  authority  by  which  it  was  issued, 
bhould  that  authority  be  overthrown  by  foreign  force  or  intestine 
commotmn,  an  immediate  depreciation,  if  not  an  absolute  annihi- 
lation of  Its  value,  would  ensue.— Ibid. 


As  a paper  currency  is  issued  upon  the  national  credit  the 
whole  property  of  the  nation  is  pledged  for  its  redemption,  w’hen- 
ever,  by  any  circumstance,  it  may  become  the  interest  of  the  com- 
mumty  that  it  should  be  redeemed.  It  is,  therefore,  manifest  that 

nfnf  ^ individual,  or  associa- 

tion  of  individuals.  A part  can  never  be  equal  to  the  whole. 

the  credit  of  any  individual,  or  association  of  individuals,  cannot 
be  equivalent  to  that  of  the  nation  of  which  they  form  a part 
But  It  may  be  said,  that  although  the  credit  of  individuals  is^  not 
equivalent  to  the  credit  of  the  nation,  yet  an  equivalent  for  a 
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will  in  this  manner  be  diminished;  the  price  of  articles  for  expor- 
tation will  be  reduced  by  the  reduction  of  the  currency,  and  by 
diminished  competition  among  the  purchasers.  It  is  not  probable, 
however,  that  the  price  will  fall  so  low  as  to  admit  of  a profit  in 
foreign  markets,  as  long  as  the  premium  upon  exchange  continues 
above  the  ordinary  commercial  profit  upon  exported  articles.  But 
exportation  will  not  be  continued  at  a certain  loss,  longer  than  the 
discharge  of  debts  previously  contracted  renders  indispensable; 
foreign  articles  will  not  be  imported  when  the  loss  upon  remit- 
tances,‘whether  made  by  bills  of  exchange  or  by  the  exportation 
of  commodities,  is  equal  to  the  profit  upon  importation ; the  high 
price  given  for  exportable  articles  will  increase  their  production, 
and  restore  foreign  exchange  to  a favorable  state.  The  balance  of 
trade,  and  the  rate  of  foreign  exchange,  which  have  given  so  much 
trouble  to  statesmen  for  two  'centuries  past,  when  left  to  the  laws 
by  which  they  will  be  governed  in  despite  of  human  devices,  as  in- 
variably regulate  themselves  as  fluids,  when  unrestrained,  find  their 
common  level.  They  will  probably  more  promptly  conform  to 
these  laws  in  a State  where  a well-regulated  paper  currency  pre- 
vails, than  where  it  is  metallic.  In  the  latter,  the  currency  is 
exported  to  make  up  any  temporary  deficiency;  and  by  that 
means  provides  against  the  recurrence  of  the  evil,  by  indirectly 
causing  an  increase  of  the  exportable  articles  of  the  State,  and 
diminishing  the  importation  of  foreign  articles.  Until  the  capacity 
to  purchase  these,  by  the  exchange  of  articles,  shall  be  restored  in 
the  former,  (as  the  currency  cannot  be  exported,)  the  importations 
will  be  more  promptly  reduced  to  the  capacity  of  the  country  to 
purchase;  whilst  the  increase  of  its  exportable  articles  will  be  the 
direct,  instead  of  the  indirect,  consequence  of  a temporary  inca- 
pacity to  pay  for  previous  importations. 

3.  During  the  whole  process  of  restoring  a favorable  state  of 
exchange,  in  a country  where  a well-regulated  paper  currency  pre- 
vails, the  price  of  all  articles  not  exportable  will  suffer  no  material 
variation.  The  funding  of  the  currency,  which  will  probably  take 
place,  will  not  be  immediately  carried  so  far  as  to  reduce  the 
price  of  exportable  articles  so  as  to  command  a profit  in  foreign 
markets.  They  will,  so  long  as  the  rate  of  exchange  is  unfavora- 
ble, continue  to  command  higher  prices  than  when  the  exchange 
is  favorable.  This  increased  price  will  encourage  industry  and  en- 
terprise, and  constantly  tend  to  augment  the  productive  energies 
of  the  community.  This  effect  cannot  fairly  be  attributed  to  any 
depreciation  in  the  currency.  That  will  continue  to  bear  nearly 
the  same  proportion  to  the  exchangeable  articles  of  the  State,  as 
when  foreign  exchange  was  favorable.  It  is  probable  even  that  its 
relation  to  those  articles  will  be  changed  so  as  to  produce  an 
appreciation  of  the  currency;  and  that  this  appreciation  will  be 
perceived,  in  a slight  degree,  in  the  depression  of  the  value  of  all 
articles  not  exportable.  The  effects  of  this  appreciation  will,  how- 
ever, be  diminished  by  the  impulse  given  to  industry  and  enter- 
prise, by  the  increased  price  of  all  articles  which  can  be  exported. 
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If  these  views  be  correct,  the  only  obstacles  to  the  establish- 
ment of  a paper  currency  by  a government  having  a sovereign 
right  to  establish  it,  is  the  danger  of  the  instability  and  want  of 
integrity  and  intelligence  of  the  government.  There  is,  certainly, 
just  reason  to  apprehend  that  emergencies  may  arise  in  the  affairs 
of  every  nation,  in  which  their  stability  may  be  menaced  by 
foreign  force  or  domestic  insurrection.  In  such  an  event,  a panic 
might  ensue,  and  the  credit  of  the  currency  be  utterly  annihilated. 
How  far  the  recent  examples  which  have  been  adverted  to  in 
other  States — how  far  the  influence  of  public  opinion  dver  the 
conduct  of  governments  may  be  relied  upon  as  an  efficient  pre- 
ventive against  evils  of  such  magnitude,  must  be  determined  by 
those  to  whom,  under  Divine  Providence,  the  prosperity  and  hap- 
piness of  nations  are  committed.  The  subject  involves  all  the 
complicated  interests  of  society,  except  the  enjoyment  of  civil, 
political,  and  religious  liberty.  It  ought  to  be  approached  with 
more  than  ordinary  circumspection.  In  States  the  best  qualified  to 
attempt  the  change,  it  is  environed  with  doubts  which  can  only 
be  dispelled  by  the  light  of  experiment.  In  the  United  States, 
these  doubts  are  greatly  increased  by  the  complex  form  of  the 
government.  In  the  division  of  power  between  the  Federal  and 
State  Governments,  the  line  of  separation  is  not  sufficiently  dis- 
tinct to  prevent  collisions  which  may  disturb  the  harmony  of  the 
system.  Collisions  have  already  arisen,  and,  in  the  course  of 
human  events,  may  be  reasonably  expected  to  arise,  until  the  line 
of  separation  by  which  their  relative  powers  and  duties  are  deter- 
mined shall  be  distinctly  defined  by  practice,  or  by  explanatory 
amendments  of  the  constitution,  effected  according  to  the  forms 
prescribed  in  that  instrument.  Upon  no  question  will  collision 
more  likely  arise  than  that  contemplated  by  the  resolution  under 
which  this  report  is  submitted.  No  attempt  to  make  the  change 
has  succeeded.  The  measure,  when  stripped  of  extraneous  diffi- 
culties, must  be  admitted  to  be  of  doubtful  tendency.  Under  the 
most  auspicious  circumstances,  it  may  prove  abortive;  under  cir- 
cumstances in  any  degree  adverse,  it  must  inevitably  fail.  Any 
obstacle  opposed  to  its  execution,  by  one  or  more  of  the  State 
Governments,  would  be  decisive  of  its  fate.  Their  simple  acqui- 
escence in  the  measure  would  not  be  sufficient  to  secure  to  it  that 
issue  to  which  the  principles  upon  which  it  might  be  established 
would  necessarily  lead.  Their  active  co-operation  would  be  indis- 
pensable. The  banks  which  derive  their  authority  from  the  State 
Governments  are  generally  bound  by  their  charters  to  discharge 
their  notes  in  specie  on  demand.  From  this  obligation  it  would 
be  necessary  to  the  system  to  relieve  them.  The  obligation  to 
discharge  their  notes  upon  demand  in  the  national  currency,  should 
be  substituted  for  that  of  paying  them  in  specie.—/^///. 
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It  is  then  believed  that  the  evils  which  are  felt  in  those  sections 
of  tKFTJmdn  where  the  distress  is  most  general,  will  not  be  ex- 
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